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Real Estate Activity The drop fol- 
lowing the imposition of credit con- 
trols has leveled off, at least tem- 
porarily. 


Real Estate Mortgage Activity This 
index is still falling, but the outlook 
seems somewhat clearer and brighter. 


Residential Construction Activity 
Volume off 21.2% from a year ago. 
Other types of construction are mov- 
ing ahead at a good clip. 


REAL ESTATE ACTIVITY 
. > 


Residential Construction Costs Al- 
though some declines have occurred, 
they are so slight that they are best 
described as leveling off. 


IDEALIZED CYCLE—~ 
OF 18's YEARS 


Cost of Living For the time being, 
aL - at least, the upward trend seems 
halted. 
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During the months of June and July our national 
REAL ESTATE ACTIVITY real estate activity index recoveredslightly from 

its recent low reached in May. The revised 
figures for May place the index at 31.9 points above the long-range computed 
normal. In June the reading moved up to 33.4 and in July took another hitch up- 
ward to 35.5. The level of activity for the past two months has been just about 
the same as the first two months of 1950. 


Real estate activity will probably begin to move downward again later this 
year or early in 1952. This, of course, assumes that the liberal credit terms 
that played such an important role prior to late 1950 will not be re-enacted. As 
all of us know, the present boom - and it is still of sizable proportions - has 
lasted a long time. Moreover, activity has stayed high for a longer time than 
many observers expected it to following the regulations of October 12. An addi- 
tional factor pointing toward a decline is the rate of new family formation which 
is falling off once again. Following the outbreak of the Korean War the marriage 


rate began increasing, but during the last two or three months it has been moving 
down once more. 


These speculations regarding future activity are given additional substance by 
the Federal Reserve System’s “Survey of Consumer Finances for. 1951.” This 
report indicates that two million nonfarm families planned to buy houses in 1951 
(1.1 million new and 0.9 million existing). In contrast, 1950 planned purchases 
amounted to 2.7 million and in 1949 they amounted to 2.3 million. In both 1949 
and 1950 actual purchases fell below the number planned. In 1949 the actual num- 
ber of purchases was 1.6 million, or 30% under the number planned. In 1950 ac- 
tual purchases were 2.2 million, or 18% under the number planned. 


Those families who planned 10 buy houses in 1951 apparently accepted the 
fact of higher prices. They anticipated spending an average of $9, 300 com- 
pared with an anticipated figure of $7, 900 in 1950. Unfortunately, the Federal 


Reserve ’s report had nothing to say about the size of down payments available 
to the expectant purchasers. 


Our mortgage activity index slipped againin July 
REAL ESTATE toa reading of 179.7. This represents a drop 
MORTGAGE ACTIVITY of 34.1 points from its recent high of 213.8 
achieved in August 1950. It is now at about the 

same level it occupied during October 1949. 


Despite the discouraging picture painted by the index (based on mortgage re- 
cordings) we believe that the mortgage outlook is brightening. Lendable funds 
are continuing to grow and before long we expect the larger institutional lend- 
ers to begin moving back into the field. 


Barring any u\ajor change in the government’s program we expect mortgage 
activity tc show slow improvement and to level off for a while somewhat above 

















its present level. Naturally, any alteration in government credit regulations or 


extra defense demands on strategic metals would throw this estimate out of kil- 
ter. 


Over the long pull we still feel that mortgage activity will trend downward, 
but that a great many good sound loans will be made during the remainder of this 
year and the first part of 1952. After mid-1952 we are not at all certain, but we 
are not optimistic. 


Despite the frightful predictions of a collapse in 

RESIDENTIAL residential building, new houses keep going up. 

CONSTRUCTION To be sure, they are not being started at the 

same breakneck pace of a year ago, but 86, 000 

units in July is no collapse either. That’s virtually the same number that were 

started in August 1948 and no one was worried about a collapse then. Of course, 

this is not exactly a fair way to make a comparison. The difference is that in 
1948 the housing boom was on its way up and now it’s on its way down. 


The total number of starts during the first seven months of 1951 is 21% be- 
low the number started during the first seven months of 1950. If public housing 
units are deducted from both totals, the drop in the number of private housing 
units started is close to 28%. Furthermore, the discrepancy between 1950 starts 
and 1951 starts has become worse with each month. January 1951 starts were 
5% ahead of those a year earlier, but in February they fell 6% behind. Each 
month they have dropped off even more. July 1951 was 41% behind July 1950. 


The percentage drops in residential construction in urban areas during the 
first four months of 1951 (below the first four months of 1950) have varied widely 
with the population of the area. For example, the table below shows the de- 
clines in residential construction (number of units) for various-sized urban 
areas. The percentages represent the decline for the first four mcuths of 1951 
compared with the first four months of 1950. 


Decline in 


Population of Area 
500, 000 and over 
100, 000 to 500, 000 
50, 000 to 100, 000 
25,000 to 50,000 
10,000 to 25,000 
5,000 to 10,000 
2,500 to 5,000 





The decline for all urban areas was 27% (for the first four months). Now du- 
ring the first four months of this: year residential starts for the entire country 
were only 13% below the same period of 1950. Therefore, the biggest shrink- 

(cont. on page 389) 
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INCREASES IN BUILDING COSTS SINCE 1939 


(SAINT LOUIS) 


SIX-ROOM BRICK HOUSE 
(FRAME INTERIOR)* 
Content: 23,100 cubic feet 
1, 520 square feet 

Cost 1939: $ 6, 400 

(27. 7¢ per cubic foot; $ 4.21 per square foot) 
Cost July: $16, 396 

(71. 0¢ per cubic foot; $10.79 per square foot) 
INCREASE OVER 1939 = 156% 


FIVE-ROOM BRICK VENEER HOUSE* 
Content: 24,910 cubic feet 
1, 165 square feet 

Cost 1939: $ 5, 440 

(21. 8¢ per cubic foot; $ 4.67 per square foot) 
Cost August: $14, 207 

(57. 0¢ per cubic foot; $12.19 per square foot) 
INCREASE OVER 1939 = 161% 


SIX-ROOM FRAME HOUSE* 
Content: 24, 288 cubic feet 
1,650 square feet 

Cost 1939: $ 5,671 

(23. 4¢ per cubic foot; $3.44 per square foot) 
Cost August: $15, 679 

(64. 6¢ per cubic foot; $9.50 per square foot) 
INCREASE OVER 1939 = 176% 





AE PEAWENY SP an ot wet 


6-ROOM CALIFORNIA BUNGALOW - NO BASEMENT 
Content: 12,119 cubic feet 
992 square feet 


Cost 1939: $3,117 

(25. 6¢ per cubic foot; $3.14 per square foot) 
Cost August: $8, 384 

(69. 2¢ per cubic foot; $8.45 per square foot) 
INCREASE OVER 1939 = 169% 





*Costs include full basement. 




















(cont. from page 385) 
age in starts has occurred in urban areas and, generally speaking, the bigger 
they are the harder they ’ve been hit. The rural nonfarm areas have apparently 
been affected very little. As a matter of fact, there is a distinct possibility that 
final figures will show that rural nonfarm residential construction actually in- 
creased during the first half of 1951 (over the first half of 1950). 


While residential builJing has been slowing down, indications are that other 
types have been moving at a good pace. Figures published by the Bureau of La- 
bor Statistics on other types of buildings show the following increases in the 


total dollar valuation of buildings started in the first four months of 1951 over the 
same period in 1950. 


Industrial Construction - 133% ahead of 1950. This increase was not gen- 


eral throughout the country, ranging from +273% in the New England area to 
-9% in the East South Central area. 





New Commercial Building Valuation - 5% ahead of the 1950 period. Here, 
again, there was a wide variation in different parts of the country. The East 


South Central area’s increase was 75%, while the Mountain area showed a de- 
crease of 49%. 





Churches, Schools, Hospitals - up 15% nationally, but ranged from +86% in 
the Middle Atlantic area to -19% in the East South Central area. 





Public Building - up 25% nationally and ranged from an increase of 133% in 
the Pacific area to a decrease of 80% in the East South Central area. 








Public Works and Utility Building - 46% ahead nationally of the 1950 period 
and the range was from an increase of 200% in New England to a decrease of 
27% in the Mountain region. 


Very small declines have occurred in the cun- 

RESIDENTIAL CON- struction costs of the Wenzlick standard build- 

STRUCTION COSTS ings in the St. Louis area. Lumber prices have 

been moving down, but some millwork items 

and wage rates have been moving up. The net result is that the decreases in cost 

have just barely offset the increases. The most recent figures are shown on 
the opposite page. 

















The consumer price index, commonly referred 
COST OF LIVING to as the “cost of living index,” has leveled off 

during the last month or so. It will probably 
bob around its present level for the next few months. Later this year or early 
next year we would not be surprised to see it resume an upward trend. The 
chart on pages 386 and 387 shows that since the outbreak of the Korean War 
wage advances have kept pace with rises in the consumer ’s price index. 











